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December Commentary 

Too Much of a Good Thing and Things 
that Make You Go Hmmm 
Every year during the holidays, I try my best to limit 
overindulging on all of the goodies that appear 
(OK, not every year, but at least this year I made a 
concerted effort). I enjoy nearly every type of 
holiday treat imaginable: cookies, fudge, brownies, 
chocolate-covered pretzels, pecans, pistachios, and 
popcorn cans in their different varieties. It is all so 
good, filling, and fattening. Trust me, it takes no 
small amount of willpower on my part. This year, I 
would give myself a pretty solid B+ for my effort. I 
wasn’t perfect, but there are still plenty of cookies, 
peppermint bark and candy-coated nuts waiting at 
home and in the office to be savored. In fact, but 
for a large pre-Christmas family get-together, I 
might even qualify for an A. Let’s just say I have a 
weakness for BBQ, sweet tea, all of the savory 
fixings and leave it at that. It seems you really can 
have too much of a good thing. 

In late December, the Bureau of Economic Analysis 
(BEA) announced that our economy grew at a 3.2% 
annual rate during the third quarter. This was 
higher than the past two readings, and higher than 
Wall Street was expecting. So, isn’t that a good 
thing—the economy growing faster than anyone 
thought? Especially when everyone is gnashing 
their teeth over a possible recession? Given all that 
took place in 2022, it shouldn’t be too surprising 
the markets absolutely hated the news and tanked 
over the final three weeks of the year. Obviously, 

everyone was hyper-focused on the headline GDP 
number, or dare I say, shocked by the 3.2% result. 

Heck, shrewd economists are like illusionists and 
can interpret an economic report to say pretty 
much anything they want. Take, for instance, the 
most recent economic numbers and apply a glass 
half-full approach. One could point out consumer 
expenditures were pretty strong. In fact, what 
consumers spent on services surged some 3.7%, 
and likewise government expenditures (purchases) 
were also up 3.7%. On the flip side, or the glass 
half-empty approach, residential real estate fell 
substantially and commercial real estate was also in 
the ditch. Adding to the emptiness, the amount 
consumers spent on all goods slumped another 
0.4%, which was the third consecutive quarter of 
shrinkage. On top of that, it can be pointed out 
that an estimated $161.8 billion improvement in 
our trade deficit made up over 2.8% of the 3.2% 
GDP number. Essentially, if it weren’t for how we 
account for our trade balance, the U.S. economy 
barely grew at all last quarter. Lastly, an even 
deeper dive reveals that the private sector, the 
consumer and private fixed investment 
components, actually fell by $14 billion. Fun with 
numbers, huh? Sadly, very few people go to the 
trouble of breaking down reports and naively 
believe the headline report is good enough for 
them to go marching off to the pressroom. We can 
blame the media for much of this irrational 
exuberance, because pundits and experts have to 
get something out in a hurry. It takes time to 
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actually look at ALL of the data, and we all know 
that time is money in the world of media. 

So regardless of whether the 3.2% number is 
somewhat hollow, it is what it is at this point. 
Unfortunately, this illusory GDP figure will probably 
give the Fed more freedom to keep raising the 
overnight lending target at least two more times, as 
predicted by the futures market. It appears as 
though Fed officials believe the economy is strong 
enough to withstand some more pain in order to 
get the inflation bugaboo under control. To say the 
least, this brings more concern, because a lot of the 
recent economic data has not been good. If you 
have read any of my recent newsletters, you know 
I have suggested very modest expectations for the 
economy in the first half of 2023. Things don’t 
appear poised to collapse like they did in 2008 or 
2020. However, tighter money has caused a lot of 
the economy to cool off in a hurry. The money 
supply shrank last year; The Leading Indicators 
Index, always a good gauge, was negative every 
month but one; and real estate investment has 
essentially come to a halt. As I have said before, I 
am not a formally educated economist and would 
never assert myself as such, but in all honestly you 
don’t need to be all that educated to see, feel, and 
understand that things aren’t going really well in 
our economy. Groceries, gasoline, electricity, 
utilities, rent, loan payments, clothing, home prices, 
hotel rooms, etc. all cost a lot more than they used 
to just a short time ago. Savings rates have 
declined precipitously and debt levels, in particular 
credit card balances, are on the rise. And, for the 
first time in many years, the average net worth of 
Americans declined in 2022. I am certainly not 
trying to be a Debbie Downer, and in fact want 
nothing more than too be wrong, but I can’t help 
but point out the reality of what folks like you and 
me are facing each day. 

So, in my way of thinking, that 3.2% GDP headline 
number, which reflects the economy three months 
ago, is arguably masking the true health of things. 
Basically, it scared investors, who believe the 
Federal Reserve is so blinded in its mandate to 
lower inflation to 2.0% that they can’t see the 
reality of the situation. Maybe I’m just depressed or 

angry because of all the snacks and goodies I didn’t 
or haven’t been eating. Fair enough, but let’s go 
ahead and take one last bite of this subject. The 
last GDP report was a lot like the stuff we cram 
into our faces during December—the sweet, the 
salty, the sweet and salty, the creamy, the crunchy, 
the creamy and crunchy, and whatever else is 
inside the shiny tin container. While it might taste 
delicious, it isn’t very nutritious, is it? We eat it 
even though we know it will pack on the pounds. In 
fact, many people diet ahead of the holidays in 
anticipation of gaining weight. Then they join a gym 
in January for a couple of months to work it off. 
Oh, the irony. So, for kicks and giggles, let’s 
consider the recent GDP number a tin of delicious 
Royal Dansk butter cookies and the Federal 
Reserve Committee a squad of athletic trainers at 
the gym you are going to join. Bear with me for just 
a second longer. Lo and behold, with great resolve 
and unwavering aplomb you stride into your fancy 
new 24/7 gym wearing your finest workout attire. 
The Fed, your new Arnold Schwarzenegger-like 
squadron of trainers, greet you with piercing glares 
and grins akin to a large Cheshire Cat. You carry in 
your hands a shiny, decorative tin as penance, and 
they have every intention of making you pay for 
your gluttony by torturing you in spin class. The 
only problem—the tin is still nearly full of 
deliciousness; however, “The Terminator” 
wannabes will never know because they don’t even 
look. In that way, you can have too much of a good 
thing even when you don’t. Darn, maybe I 
should’ve eaten more sweets over the holidays. 

And here I was hoping 2023 would be less 
confusing and confounding than 2022. It seems I 
was wrong. You see, early this month the Bureau 
of Labor Statistics (BLS) released The Employment 
Situation Report, which is meant to give an 
overview of the strength of the U.S. labor markets. 
The report provides data like how many jobs did 
the economy create last month and in what 
economic sectors, how many hours Americans 
worked on average, how much did paychecks 
increase (or decrease), and was there a particular 
demographic that performed better than others. 
Truth be told, it is a pretty impressive report and 
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probably one of the most consistently important 
economic releases. Simply put, it is a report that is 
never not important and undoubtedly carries with 
it the potential to move the markets in a 
meaningful way. It also has the potential to alter 
monetary and fiscal policies. 

So, when the BLS reports the U.S. economy 
created 223,000 new jobs in December, you would 
hope investors view it as a sign of economic 
strength. When the official unemployment rate falls 
to 3.5%, which is historically miserly, one could 
surmise the labor markets were tight. Am I right? In 
truth, both numbers were darn impressive given 
where we are in both the economic and monetary 
policy cycles. What’s more, wouldn’t it be logical to 
conclude this apparent sign of economic strength 
should give the Federal Reserve greater reason to 
keep their foot on the brakes? After all, job stability 
seems to be a foregone conclusion, for now. Yes, 
one would think these things. However, one would 
be, interestingly, on the wrong side of the thought 
process. You see, 223,000 new jobs created last 
month is the weakest month since December 
2020. What’s more, the new jobs number has been 
trending lower for much of the year and last 
month’s number was still 90,000 jobs higher than 
the 50-year average. Things are getting noticeably 
weaker across the country, right? Well, wage 
growth was pretty tepid in December as average 
hourly earnings were up only 0.3%, relative to the 
estimate of 0.4%. Adding to the perceived 
mayhem, average weekly hours worked dipped to 
34.3 from 34.4. The result: “average hourly and 
weekly earnings of all employees on private non-
farm payrolls” fell to $1,125.73/week from 
$1,125.91/week in November. That math equates 
to -0.015987% or 18 cents per week in less 
earnings, which probably isn’t going to bring the 
economy to its proverbial knees. Actually, I’m 
convinced that the price of eggs is going to do that! 
Heck, you have to be a zillionaire to make an 
omelet these days! In any event, investors took 
these marginally weak aspects of the latest report 
as evidence the economy is cooling and the 
markets so far in January have responded on a 
positive note. Hopefully this means the Federal 

Reserve won’t have to be as aggressive as many 
fear. Essentially, the Fed will have to take its foot 
OFF the brakes sooner than expected. Sweet 
hosannas! The economy created over 200,000 new 
jobs earning on average $58,538/year last month, 
and somehow that is an argument for the Fed to 
stop making money more expensive in the 
economy. OK, fair enough. I’m not so sure this is 
the data that should or will move the proverbial 
needle, but any small victory for the market at this 
point is welcome. 

What I am sure of is a recent report that measures 
business activity for the overall economy, 
otherwise known as the ISM (Institute for Supply 
Management) report, was really bad. By really bad, 
I mean awful. If we want to find a reason for the 
Fed to cool it, this would be it. Aside from April and 
May of 2020 (when the government was shutting 
down the economy), December’s 49.6 reading for 
the index was easily the lowest since the Financial 
Crisis of 2008-2009 (as a point of clarification, a 
reading over 50 suggests expansion while a reading 
under 50 implies contraction). In fact, of the nine 
different measures within the ISM index, only three 
had readings over 50, and all but one of the 
measures were lower than in November. Here is 
the thing—most recently, you don’t have to try very 
hard to find data suggesting the Fed doesn’t have 
to be overly aggressive moving forward. To find 
the dark clouds in an economic report of silver 
linings requires so much mental gymnastics that it 
simply isn’t necessary. The economy is cooling, 
even if the labor market data doesn’t say it is. The 
Fed could be in a position to start cutting rates by 
the end of the year, if it so desires. It may be really, 
really late in the year, but we don’t have to 
overthink things, seriously. It may not even happen 
until 2024. Things that make you go hmmm. 

Speaking of readings over 50, I myself am proof 
positive a reading that high does indeed mean 
expansion. Undeniably so, I exceed the number 50 
as tallied by my years on earth and have been 
slowly expanding ever since. Too many cookies and 
not enough spin class, I must confess. Contraction, 
shrinkage, or any other term pointing to getting 
smaller is good for me, but not for our economy.  
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I hope 2023 brings greater happiness and 
prosperity than last year and may your blessings 
outweigh your sorrows each and every day.  

Until next month – “I’ll be back” (said with a thick 
Austrian accent à la Arnold) 

Be sure to listen to our First Forward Podcasts at 
FirstAmBank.com. 

by David Lackmann 
Florida Director of Investment Management 
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